RD I nstruction 1902-C

PART 1902 - SUPERVI SED BANK ACCOUNTS

Subpart C - Selecting a Financial Institution for the Concentration
Banki ng System ( CBS)

81902. 101 General

This subpart prescribes the policies and procedures of the Farners Hone
Admi ni stration (FrHA) for selecting a financial institution for the deposit of
paynments through the Concentration Banking System ( CBS)

§1902. 102 Definitions.

(a) Borrowers, as referred to in this subpart, include |oan, |oan
guarantee, and grant recipients.

(b) Financial institutions (FI) referred to in this subpart include
banks, savings and | oan associ ations, and credit unions that are insured
by the Federal Deposit Insurance Corporation (FD C), Federal Savings and
Loan I nsurance Corporation (FSLIC), or National Credit Union

Admi ni stration (NCUA), with special consideration given to the use of

m nority banks, whenever possible.

(c) Treasury Limted Account (TLA) referred to in this subpart is an
account established in a financial institution through a Menorandum of
Under st andi ng between Treasury and a local financial institution to
speed the novenent of FmHA collections. Only one such account may be
mai nt ai ned by an FnHA field office.

(d) EnHA field offices referred to in this subpart are FnHA County or
District Ofices, and in some cases, State Ofices.

(e) FnHA field office supervisors referred to in this subpart are FnHA
County Supervisors, District Directors, or other FmHA enpl oyees
aut hori zed to act for them

(f) State office coordinators are individuals appointed by the State
Director to ensure that CBS is operated snoothly.

(g) Menorandum of Understanding (MOJ). An agreenent signed by a FI and
Treasury whereby the FI agrees to performcollection services for FnHA
according to Treasury requiremnents.
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(h) Automated C earing House (ACH). A facility used by FIs to
distribute electronic debit and credit entries to the accounts of Fls.
A paperl ess system whereby charges are made by nmeans of accounting
entries on the books of the Federal Reserve Banks or Branches.

81902. 103 Selecting a financial institution.

A TLA nmust be established at an "eligible" Iocal FI by each FnHA field
office participating in CBS. A local FI may be a bank, a savings and | oan
association, or a credit union that neets the requirenents stated in the U S
Treasury Financial Manual For Treasury Limted Depositories (avail abl e upon
request fromthe Cash Managenent Staff). The FnHA field office shall notify
all local FIs within a reasonable proxinmty to an FnHA office that the
services of a FI are needed for CBS. Fl's will receive correspondence by RD
Form Letter 1902-6 fromthe RD State Director which describes the CBS concept
along with Attachment A of RD Form Letter 1902-6 which reflects information on
t he expected vol unme of business fromthe FnHA field office, Attachment B of RD
Form Letter 1902-6 which shows the expected conpensation schedul e and RD Form
1902-7, "Financial Institution Summary For CBS," which includes an
avail ability schedul e showi ng the percentage of funds avail abl e on days
following the date of deposit. This information should be sent to each | oca
FI by certified mail, Return Recei pt Requested, at |east 30 days before the
systemis schedul ed to begin operation. If a Fl is interested in
participating in the selection progress, the FnHA field office will determ ne
whet her the FI neets the following mninmmrequirenents in order to be
consi dered for selection. These requirenments are:

(a) Requirenents for participation in CBS. To participate in CBS a Fl
will:

(1) Agree to the provisions of the MU, (TFS FORM 1221 1185) which
is avail abl e upon request fromthe Cash Managenent Staff.

(2) Have Federal Deposit Insurance coverage (FD C, FSLIC or NCUA).

(3) Be located near the FnHA field office or offer free courier
service to the FnHA field office. No set distance is prescribed.
Since a daily trip to the FI will be required, FnHA field offices
should limt the selection to a small nunber of Fis as close as
possi bl e, unless free courier service is offered by a FI farther
away.

(4) Accept Treasury established standard fees as conpensation
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(5) Accept no reinbursement for uncollected funds or provide an
avai l ability schedul e denonstrati ng schedul ed funds. The FI nust
check the appropriate block on FormRD 1902-7, if it agrees to
accept no reinbursenment for uncollected funds.

(6) Be able to accept Federal Reserve ACH debit and credit entries,
or have a correspondent bank with ACH capabilities.

(b) Basis for selection. A nunber of FIls may be interested in
participating at each field location. Each FI neeting the m ni num
requirenents in (a) above shall be judged on a basis of the FI offering
the greatest value to the Governnent. The basis for selection shall be
the criteria listed bel ow

(1) Access to the FnHA office (50 points). The easier the access
to the FHA of fice the higher the point value

(2) Best availability factor (25 points). 100% availability within
24 hours maxi mum poi nts.

(3) Deposit cut off times (25 points). The later the cut off tine
t he hi gher the point val ue.

(4) Free courier service (50 points). Zero points for a pay for
courier service or no courier service.

(c) Co-located offices. Wien the County and District Ofice are
co-located, they will use the same FI for CBS. A separate account will
be established for each office.

(d) FEnHA field offices unable to locate a convenient FI. If the FnHA
field office cannot | ocate a convenient FI willing to participate in

CBS, the FnHA field office will call the State O fice coordinator and
the State Ofice coordinator will call the Cash Managenent Staff for
assistance. Alternatives for handling deposits may include mailing of
deposits to a distant FI for deposit in the subject FnHA field office's
TLA, or mailing of paynents to the whol esal e | ockbox as prescribed in RD
I nstruction 2018-D

(Revi sed 11-02-94, PN 236.)

81902. 104 Establishing or changing a TLA.

(a) Establishing a TLA.

(1) After a FI has been selected by the FnHA field office, the FnHA
field office will provide the State Ofice with the nane and address
of the FI selected.
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(2) The FnHA field office must have the FI execute a MOU for CBS.
Form RD 1902-7, will be conpleted when the MOU is executed. The
FHA field office will conplete item1 and the FI will conplete the
rest of the summary. Instructions for conpleting this formare in
the FM. The FnmHA field office will forward three signed copi es of
the MOU together with the original and two copies of Form RD 1902-7
to the State O fice coordinator. The State O fice coordinator will
check for the followi ng common errors before submtting to the:

Cash Managenent Branch
FrHA Fi nance O fice
Mai | Code FC-354
1520 Market Street
St. Louis, MO 63103

(i) Check to see that the local bank has signed all copies of
the MOU and has affixed its seal next to the signature.

(i1) Check signature blocks to insure that the |ocal FrHA
of fice has not signed in any of the blocks provided for the
| ocal bank and Treasury. This agreenent is between the | ocal
bank and Treasury and FnHA will not be a party to the

agr eenent .

(iii) Do not allow the bank to cross out or change any cl auses
in the MOU  Treasury will not accept nodified agreenents.

(iv) Do not allowthe bank to retype the agreenment as this
woul d require a word-for-word verification of the entire
docunment to determ ne whether anything had been changed.

(3) The Cash Managenent Branch will submit the MOU s to Treasury

for signature along with the original and one copy of Form RD 1902-
7. Treasury will sign the copies of the MU, send one copy to the
FI, one to the local FnHA office, and keep one copy for the files.

Treasury will notify the Cash Managenent Branch if a MU is

rej ected.

(4) The local FnHA office nmust obtain selected infornation fromthe
FI for funds transfer purposes on CBS including infornmation
necessary to establish a conpensation account to receive ACH
transfers fromthe concentrator bank.
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(b) Changing a TLA.

(1) To cancel an existing MOUUwith a FI the FnHA field office nust
request fromthe State Director approval to recomrend cancel |l ati on
to Treasury. |If the State Director approves recomrendation for
cancel l ation, the I ocal FnHA office nust provide witten request for
cancel lation to Treasury via the Cash Managenent Staff at |east 45
days before the requested effective date of the change. The nane
and address of the new FI selected nust al so be provided to Treasury
at the sane tinme. Treasury will send the necessary revocation to
the old FI and the new MU for CBS to the |ocal FnHA office for
execution with the new FI.

(2) After the Treasury has approved the cancellation, the |ocal
FrHA office will establish an account with a new FI and execute new
agreenents in accordance with paragraph (a) of this section. The FI
nust al so establish a conpensation account to receive ACH transfers
fromthe concentrator bank.

(3) After the new agreenents have been signed, the FnHA field
office will wite "CANCEL" across a file copy of Form RD 1902-7 for
the old FI and forward themto the Cash Managenent Staff. Properly
executed agreenents for the new FI nust be filled out and encl osed
with the cancelled fornms to ensure concurrent processing. The new
agreenents nust be received by the Cash Managenent Staff on or
before the 15th of the month to all ow deposit of funds in the new Fl
on the first business day of the nonth. The Finance Ofice wll
send the CBS information to the concentrator bank.

§1902. 105 Prenoting.

(1) After the accounting information is provided to the concentrator
bank for CBS, the concentrator bank will test the funds transfer process
for CBS. The concentrator bank will use its ACH capability to
electronically forward an ACH debit request for $0 to the FI. This
"prenote” process will test the account and transit information provided
by the FI.

(2) The concentrator bank will prenote the TLA at the FI at |east 10
wor ki ng days before the first deposit is made by the | ocal FnHA offi ce.
If any problens are encountered with the prenote, the FI should notify
the local FnHA office. The local FmHA office will advise the Cash
Managenent Staff of problens encountered. The Cash Managenent Staff
will work with the concentrator bank which will make the necessary
corrections in the account information.

§1902. 106 - 1902. 149 [ Reserved]

81902. 150 OMB control nunber.

The collection of information requirenments in this regulation have been
approved by the Ofice of Managenent and Budget and have been assi gned OVB
Control Nunber 0575-0128.
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